grated cable boxes.** Therefore, the statutory mandate that the Commission may not prohibit
operators from providing navigation devices must have applied to integrated boxes.”

The proscription on integrated boxes also conflicts with “the statutory requirement that
the Commission not jeopardize the security of multichannel video programming distributors.”®
Navigation devices that integrate both security and tuner functions are a more “secure method of
protecting intellectual property.”® Thus, the Navigation Device Order threatens to aggravate the

very serious crime of cable piracy by requiring “operators to provide a less-than-optimal level of

security.”®®

It is also apparent that a “sunset” on integrated devices after 2005 will be harmful to
consumers. Compatibility issues between home electronics equipment and televisions stems
from the need to coordinate among different devices. The elimination of new integrated set-top
boxes would add an additional device that the consumer would need to purchase. As TIA ex-
plained, this “would probably result in even more consumer confusion™ and reduce consumer
choice.* This is particularly true for those “consumers who are not technologically sophisti-

cated.”” In addition, integrated devices may generate cost savings that should “redound to the

benefit of consumers.””"

Perhaps most importantly, by instituting such a ban, the FCC improperly assumes that the
market for navigation devices will not experience effective competition. There can be no dispute

that the market for televisions and computers is robust. Competitive entrants to the navigation

“ NCTA Pet. at 19.

% TIA Pet. at 5.

% TIA Pet. at 6; see 47 U.S.C. § 549(a).
NCTA Pet. at 20.

NCTA Pet. at 20.

“ TIA Pet. at 7.

" NCTA Pet. at 23.

NCTA Pet. at 23.
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devices market have demonstrated sophisticated market prowess. For example, Motorola re-
cently announced a new product line for set-top boxes named “Blackbird.” This new product
combines a variety of communications, computer and home-entertainment technologies in one
digital device.” Furthermore, Microsoft, Sun Microsystems and other computer and high-tech-
nology firms are rapidly developing technology for the digital set-top marketplace. A carefui
examination of the companies that are participating in the transition to digital technology from
analog technology belies any argument that market forces will be ineffective in this portion of
the electronics industry. Therefore, the Navigation Device Order’s prohibition on integrated set-
top boxes after 2005 is unnecessary and burdensome.

CONCLUSION

The Commission has and continues to expend significant resources to usher through the
transition from 1950s NTSC technology to the fully digital technology of the 21st century. The
obstacles to this transition have been immense. The government for its part has provided spec-
trum worth billions of dollars to broadcasters free of charge to facilitate this transition. Industry
has made large investments in new products ranging from digital receivers to Open Cable set-top
boxes. Consumers will be making their own contribution to this transition as they replace work-
ing, albeit obsolescent television equipment with digital products. The end result of these in-
vestments will be the fully digital, high resolution, high bandwidth services of the future. The
Commission should not dilute the investments of industry and consumers away from fully digital

products by mandating investments in obsolescent analog set-top box technologies.

™ Motorola Announces TV Set-Top Box That Combines Variety of Digital Tools, Wall Street Journal, September 14,
1998.

22



Further, the Commission should not tie the hands of future product developers by pro-
scribing certain product architectures. The marketplace will work so long as the Commission
stays out of the way. This process will not be smooth, nor will it be error free. However, history
has shown, over and over again, that “rough and tumble” competition in the marketplace ulti-
mately provides consumers with the best products at affordable prices.

For these reasons, and for those explained in detail above, Echelon therefore urges the
Commission to grant the NCTA and TIA petitions and reconsider its decisions both to include
analog devices in its separation requirements and to prohibit the offering of new integrated set-
top boxes after 2005. The Commission should also reject CEMA’s request that the FCC rely on

the C3AG in lieu of OpenCable to develop interface standards for digital navigation devices.

Respectfully submitted,

By: ZW (P W- W}(//'T‘Eov_

Glenn B. Manishin

Elise P.W. Kiely

Blumenfeld & Cohen—Technology Law Group
1615 M Street, N.W., Suite 700

Washington, DC 20036

202.955.6300
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Dated: September 23, 1998
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